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Forecast in Brief
COLORADO ECONOMIC OUTLOOK

Forecast in Brief

Colorado’s economy has strengthened in recent months, but growth is expected to slow over the forecast period.
Employment and wage growth have been strong, encouraging consumer activity, but the tight labor market is also
constraining business growth as employers struggle to attract and retain talented employees. Lower housing and energy
price growth is reducing inflation. While the agricultural and manufacturing industries face headwinds due to the ongoing
trade war, Colorado’s economic expansion is expected to continue.

Forecast in Brief

NATIONAL ECONOMIC OUTLOOK
National economic growth continues to moderate. Job growth is slowing as the unemployment rate remains near record
lows. The manufacturing sector contracted in August, as trade barriers and a strong dollar contributed to higher input
costs and reduced access to international markets, but retail sales have been strong and are expected to remain so
despite a recent drop in consumer expectations. The continuation and potential escalation of the trade war poses
downside risks to the forecast, as does the possibility of slower global economic growth. The ability of the Federal Reserve
to determine the appropriate course of monetary policy amid full employment, low inflation, and significant trade policy
uncertainty will be critical to the sustainability of the current expansion. This forecast projects slowing growth but not a
contraction.

Forecast in Brief

Economic Outlook

GENERAL FUND REVENUE

Economic Outlook

General Fund revenue grew 7.3 percent in FY 2018-19 and is expected to grow another 4.1 percent in FY 2019-20. The
General Fund revenue projection for FY 2019-20 was revised down from the June forecast by $44.1 million, or 0.3
percent, due largely to weaker growth expectations for corporate profits. The forecast for FY 2020-21 was reduced by
$109.5 million, or 0.8 percent. Continued economic growth and base-broadening tax policy changes will contribute to
continued General Fund revenue growth throughout the forecast period.

Economic Outlook

CASH FUND REVENUE
Cash fund revenue grew 5.9 percent to $2.44 billion in FY 2018-19 and is projected to fall by 2.7 percent in FY 2019-20.
Total cash fund revenue for FY 2019-20 is projected to be $19.9 million, or 0.8 percent, lower than June projections. Cash
fund revenue projections for FY 2020-21 are $28.6 million, or 1.1 percent, lower than in June.

Economic OutlookForecast in Brief

TABOR
Revenue subject to TABOR exceeded the Referendum C cap by $428.3 million in FY 2018-19 and is projected to exceed
the cap by $348.1 million in FY 2019-20 and $551.6 million in FY 2020-21. The FY 2018-19 TABOR surplus will be
distributed to taxpayers via the Homestead Exemption and a temporary income tax rate reduction in FY 2019-20.

Forecast in Brief

GENERAL FUND RESERVE

Forecast in Brief

The General Fund reserve is projected to be $192.0 million above the required statutory reserve amount of 7.25 percent
of appropriations in FY 2019-20.

Forecast in Brief
Economic Outlook
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Economic Outlook
Economic Outlook

Momentum in the national economy has weakened throughout 2019, with stable but slowing job growth and heightened
policy uncertainty. Trade policy uncertainty and a strong dollar have contributed to declining output in the industrial
sector, but strong consumer spending growth is preventing an economy-wide slowdown. Despite the recent inversion of
the Treasury yield curve, most leading economic indicators suggest slowing growth rather than a contraction. This
forecast projects that economic growth will continue at a moderating rate.

Economic Outlook

While national economic momentum has slowed since the June forecast, Colorado’s economy has improved. Job growth
has accelerated and the unemployment rate has fallen, while wage growth remains strong, supporting consumer activity.
Housing price growth has slowed, contributing to lower inflation. While the ongoing trade tensions have significant
negative impacts on the agricultural and manufacturing industries, Colorado’s economy is projected to grow throughout
the forecast period.

Economic Outlook

Economic Growth and Momentum

Economic Outlook

The economy continues to grow, yet at a slower pace than in recent years. The series of graphs on the following page
show a variety of leading economic indicators which tend to signal changing conditions in the economy as a whole and
therefore can be useful predictors of economic trends.

Economic Outlook

In aggregate, these leading indicators point to continued growth, but at lower rates than in 2017 and 2018. For example,
initial jobless claims are very low by historical standards, but have been flat in recent months. Similarly, consumer
expectations are near a cycle-high, yet they declined in August. Housing permits and vehicle sales, two major categories
of consumer spending, remain flat at high levels. Business growth also appears to be moderating, as evidenced by
declining new orders in manufacturing (as seen in the ISM New Orders Index) and the slowing growth in temporary
staffing services. Slightly more banks are loosening lending standards than tightening them, an indication that banks do
not see excessive risks in the economy. Finally, the spread in yields between AAA- and BBB-rated corporate bonds—the
risk premium, which reflects investor assessment of economic risk — has risen slightly from its 2017 lows, but remains
near the lowest levels of the expansion.

Economic Outlook
Economic Outlook

Finally, recent data showing an “inverted yield curve” has gained significant attention as a potential signal of an
impending recession. The Treasury yield curve inverts when short-term interest rates are higher than long-term interest
rates. While a yield curve inversion has preceeded each of the last seven recessions in the U.S., there are reasons to
believe that it may not be as reliable a predictor as it has been in the past. First, the Federal Reserve has been responsive
to changing financial conditions and has been proactive in lowering interest rates, while prior inversions have resulted
from the Federal reserve raising short-term interest rates too quickly. Second, the significant bond-buying actions the
Federal Reserve took to stimulate the economy in the aftermath of the Great Recession may have resulted in artificially
low long-term interest rates. Finally, the yield curve has become flatter over recent decades as inflation fears have
subsided, making yield curve inversions more likely even if the risk of recession has not increased, according to research
from the Federal Reserve Bank of Richmond. While the yield curve provides useful information on financial market
expectations for the economy, it should be considered alongside a broad range of useful leading economic indicators,
most of which are signaling continued economic expansion.

Economic Outlook
Economic Outlook
Economic Outlook
Economic Outlook
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Selected Leading Economic Indicators, 2005-Present
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Management, U.S. Bureau of Labor Statistics, Federal Reserve Board of Governors, ICE Benchmark Administration.

5

2019

2018

2017

2016

2015

2019

2018

2017

2016

2015

2014

2013

2012

2011

2010

2009

2008

0.0%

2007

-40%

2006

0.5%

2014

1.0%

-20%

2013

0%

3.0%

2012

20%

3.5%

2011

40%

4.0%

2010

60%

2005

Corporate Bond Risk Premium

4.5%

AAA-BBB Yield Spread

80%

2009

Commercial Lending Standards

2008

100%

2007

20

2006

Millions

2.0

Index

Vehicle Sales

20

2005

Thousands

80

500

2.5

Net Percentage of Banks
Tightening Lending Standards

Consumer Expectations Index

90

600

Colorado Outlook – September 2019

Employment and Unemployment
While national job growth has slowed in recent
months, Colorado’s job growth has accelerated, from
an average of 3,600 jobs per month in the first
quarter of 2019 to an average of 8,000 jobs per
month in the second quarter. This represents the
strongest quarterly job growth since 2016. Wage
growth has slowed slightly over the same period,
from 6.3 percent in January to 5.4 percent in July, but
remains at high levels.

7%

Nationally, unemployment remains low, reaching 3.7
percent in July. Colorado’s employment continues to
outperform national figures, with unemployment
falling to 2.9 percent in July, down from 3.2 percent
in May and 3.7 percent in February. Despite regional
variation in unemployment figures, this decline in
unemployment was seen across the state. Boulder,
experiencing the strongest job growth in the state.
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Tariffs and Trade
Annual Change in Value of Colorado's
Exports
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Export activity in Colorado in 2019 has declined
amid escalating tariffs and trade policy
uncertainty. The value of exports was down 6
percent through July as compared to 2018 levels.
The reductions in export activity in 2019 have been
particularly significant among food and agriculture
exports in Colorado. Exports of these products are
down 13 percent year-to-date in 2019, as
compared to 2018 levels. Major exports from the
state include beef, as well as computers and
electronic products, medical instruments, and
aircraft parts. As Colorado has only the 49th most
export-dependent economy in the nation, it may
be more resilient to trade pressures than other
states.

Tariffs are impacting trade at the national and international level as well. Recent research by the Federal Reserve has
suggested that trade policy may be impacting global output, finding that trade policy uncertainty in 2018 corresponded
with a decline in global GDP by 0.8 percent by early 2019. Renewed trade policy uncertainty since May 2019 is likely to
place additional downward pressure on GDP through the remainder of 2019 and early 2020 according to this research.

Manufacturing and Industry
National data show slowing industrial production in
the manufacturing, mining, and electric and gas
utility sectors. The Federal Reserve’s Industrial
Production Index shows mostly robust growth since
the end of the Great Recession in 2009. Industrial
production fell in 2015 and 2016 and has been
declining again since the beginning of 2019. Many
analysts attribute the decline to an environment of
substantial trade policy uncertainty and tensions
with China.
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Consumer Spending and Expectations
U.S. Retail Sales
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Consumer expectations remain high but declined
sharply in August 2019, dropping 10.6 points from
90.5 to 79.9. This was the third largest monthly drop
in the past decade, following drops in December 2012
(-13.9 points) and March 2011 (-13.7 points). The
index was down 7.2 points from a year ago. This
suggests that consumers are becoming increasingly
aware of the potential impact of tariffs on economic
outcomes.

$5,400

Billions

Despite signs of weakness in the industrial sector,
retail spending remains strong. Retail and food
services sales continue to expand nationally,
rebounding from a period of weakness in December,
January, and February. Year-over-year retail sales
growth reached 4.1 percent in August, up from 3.0
percent in May and 1.4 percent in December.

Forecast Risks
While Colorado’s economic growth has accelerated since last quarter, it has moderated since 2018 and that moderation
is expected to continue. Despite strength in many economic fundamentals, slowing population growth and an aging
population limit upside risks to the forecast while lower overall growth rates leave the economy more vulnerable to
negative shocks. The continuation and potential escalation of the trade war pose downside risks to the forecast, as does
the possibility of slower global economic growth. The ability of the Federal Reserve to determine the appropriate course
of monetary policy amid full employment, low inflation, and significant trade policy uncertainty will be critical to the
sustainability of the current expansion.

Sources: U.S. Census Bureau, University of Michigan
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Revenue Outlook – General Fund
Revenue Outlook – General Fund

Strong employment and wage growth in Colorado are supporting continued General Fund revenue growth as the
economic expansion continues. The changes to the tax base resulting from the federal government’s 2017 Tax Cuts and
Jobs Act (TCJA) contributed to strong revenue growth in FY 2018-19 and are expected to continue to boost General Fund
revenue growth throughout the forecast period. The forecast projects that General Fund revenue will grow by 4.1
percent in FY 2019-20 and 4.0 percent in FY 2020-21 after growing by 7.3 percent in FY 2018-19.

Revenue Outlook – General Fund
Revenue
Outlook – General Fund
General Fund Revenue and TABOR Refunds

$15
$14
$13
$12
$11
$10
$9
$8
$7
$6
$5
$4
$3
$2
$1
$0

Forecast

General Fund revenue is expected to
grow by 4.1 percent in FY 2019-20.

Revenue Outlook – General Fund
Revenue Outlook – Cash
FundGeneral Fund revenue is
expected to grow by 4.7 percent in
FY 2018-19.

General Fund Revenue
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Revenue Outlook – General Fund
Revenue
Outlook
–
Revenue Outlook – General Fund
Cash Fund
Revenue Outlook – General Fund

FY 2020-21

Revenue Outlook – General Fund

FY 2009-10

Billions

The General Fund revenue forecast for FY 2019-20 is lower by $44.1 million, or 0.3 percent, relative to June projections.
The forecast for FY 2020-21 was decreased by $109.5 million, or 0.8 percent. These revisions are primarily due to lower
forecasts for corporate income tax collections, as the outlook for corporate profits has weakened since June.

General Fund Revenue Exceeding the TABOR Cap

Budget OutlookRevenue Outlook –
While the TCJA broadened the income tax base, resulting in higher revenues to the state, policy changes have broadened
Cash FundGeneral Fund revenue is
the sales tax base as well. The Supreme Court allowed states to collect sales taxes from out-of-state retailers with its
expected to grow by 4.7 percent in
June 2018 ruling in South Dakota v. Wayfair, Inc., which was codified in Colorado law by H.B. 19-1240. House Bill 19FY 2018-19.
1245, meanwhile, raised and capped the vendor fee, resulting in a tax benefit for small businesses but higher sales tax
revenue collections overall.

Revenue Outlook – General Fund

Three major revenue sources together make up 96 percent of total General Fund revenue: individual income taxes,
Revenue Outlook – Cash
corporate income taxes, and sales and use taxes. General Fund revenue from the other remaining General Fund sources
FundGeneral Fund revenue is
─ such as interest earnings, taxes paid by insurers on premiums, and excise taxes on tobacco products and liquor ─
expected to grow by 4.7 percent in
increased slightly from the June forecast, primarily due to higher interest earnings.
FY 2018-19.

Revenue Outlook – General Fund
Revenue Outlook – General Fund
Revenue
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Individual Income Tax
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Individual income tax revenue is projected to increase
4.6 percent in FY 2019-20 and 3.7 percent in FY 202021. Relative to June projections, the forecast was
revised upward by 0.6 percent in FY 2019-20 and 0.1
percent in FY 2020-21. These upward revisions result
from slightly higher receipts for income tax
withholdings than expected.
As anticipated, the effect of the TCJA was a net
increase in state tax liability. Strong employment and
wage growth also contributed to a 7.8 percent increase
in payroll withholdings in FY 2018-19.

Corporate income tax collections are projected to fall 6.2
percent in FY 2019-20 and to rise by 7.8 percent in FY
2020-21. Relative to last quarter, corporate income tax
receipts were revised downward by $73.3 million in FY
2019-20 and down by $71.4 million in FY 2020-21.
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Corporate income tax revenue is among the most
volatile sources of General Fund revenue due to
business-specific considerations and the structure of the
corporate income tax code. Corporate income taxes
were boosted in FY 2018-19 by a large settlement
agreement with a delinquent taxpayer and are being
reduced in FY 2019-20 by amended returns and refund
claims following recent tax policy rulings by the Colorado
Supreme Court. Corporate income tax revenue growth is
expected to continue at a moderate rate as the economic expansion continues. Future growth, however, will be
constrained by higher business costs, especially for tariffs and employee compensation, which will reduce profit margins
and lower tax liabilities.
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Millions

Sales and Use Taxes
Sales tax revenue is expected to increase by 7.3
percent in FY 2019-20 and 4.5 percent in FY 2020-21.
FY 2019-20 sales tax revenue was revised down slightly
from last quarter, by $11.7 million. FY 2020-21 sales
tax revenue was revised down by $32.9 million due to
slightly lower assumptions for retail sales activity.
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The growth rates in FY 2019-20 and subsequent years
are bolstered by sales tax collections from out-of-state
retailers, which the Supreme Court allowed states to
collect with its June 2018 ruling in South Dakota v.
Wayfair, Inc. and which was codified in Colorado law
by H.B. 19-1240. Sales tax revenue will also be
increased by H.B. 19-1245, which provided a tax
benefit to small businesses while increasing overall sales tax collections.
Use tax is a companion to sales tax and is paid by Colorado residents and businesses on purchases made that did not
include the state sales tax. Use taxes bring in a much smaller amount of revenue than sales taxes and are often more
volatile. Much of the state’s use tax revenue comes from Colorado businesses paying tax on transactions involving outof-state sellers. Use tax collections are projected to decline 4.9 percent in FY 2019-20 and increase 2.9 percent in FY
2020-21.

Other General Fund Revenue
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Millions

Other revenue to the General Fund is expected to
decrease 2.3 percent in FY 2019-20 and to increase 3.2
percent in FY 2020-21. The reduction in FY 2019-20
follows large, one-time settlement payments totaling
$18.7 million from corporations in FY 2018-19 in
relation to lawsuits for violations of consumer
protection laws. Other major components of this
category include insurance revenue and interest
income.
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Revenue to the State Education Fund is expected to grow
3.4 percent in FY 2019-20 and 5.6 percent in FY 2020-21.
This growth does not include transfers from other funds.
The forecast for State Education Fund revenue was
revised downward from the June forecast in conjunction
with the downward revision to the forecast for corporate
income tax collections.
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State Education Fund

The Colorado Constitution requires that 1/3 of 1 percent
of taxable income from Colorado taxpayers be credited to
the State Education Fund. Because State Education Fund
revenue is derived from taxable income, it follows the
trends in individual income and corporate income tax
revenue collections discussed in this section.
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Revenue Outlook – Cash Fund
Budget OutlookRevenue Outlook – Cash Fund

Cash funds are taxes, fees, fines, and interest collected by various state programs to fund services and operations. These
revenue sources are designated by statute for a particular program and as such are distinct from General Fund revenue,
which is available for general purpose expenditures. The following discussion highlights those cash fund revenues that
are subject to TABOR.

Budget Outlook

Total cash fund revenue subject to TABOR is projected at $2.38 billion in FY 2019-20, a decrease of 2.7 percent from the
prior fiscal year. This is lower than projections in June, representing a downward revision of $19.9 million, or 0.8 percent.
FY 2020-21 cash fund revenue is projected to rise to $2.54 billion, an increase of 7.1 percent year-over-year. This forecast
is also lower than June projections, by $28.6 million, or 1.1 percent.

TABOR OutlookBudget OutlookRevenue Outlook –
Transportation
Cash Fund
Transportation-related cash fund revenue is projected to grow 2.1 percent in FY 2019-20 and 2.6 percent in FY
2020-21. These forecasts were revised downward since June by $23.2 million and $23.7 million respectively. This
represents a 1.8 percent reduction from the June forecast.

Budget OutlookRevenue Outlook – Cash Fund
Budget Outlook
TABOR OutlookBudget Outlook
TABOR Outlook
TABOR OutlookBudget Outlook

Transportation-related cash funds include the Highway Users Tax Fund (HUTF), the State Highway Fund, and a
number of smaller cash funds. The primary revenue sources for the HUTF are motor fuel taxes and registration fees.

TABOR OutlookBudget OutlookRevenue Outlook –
Cash Fund
13
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Limited Gaming
Revenue from limited gaming is projected to rise in FY 2019-20 by 2.5 percent, a slight upward revision from the
June forecast. Revenue is expected to continue growing over the following fiscal years, by 2.3 percent in FY 202021 and 2.2 percent in FY 2021-22.
In FY 2019-20, $109.8 million of total limited gaming revenue is expected to be subject to TABOR, while an
estimated $107.9 million will be classified as “base limited gaming revenue” under Amendment 50. In FY 2020-21,
$112.3 million will be subject to TABOR with $110.4 million classified as base limited gaming revenue. The table
below illustrates the current revenue projections as well as the amounts to be distributed to revenue recipients per
statutory formula.

Severance
Severance tax revenue is expected to decline to $114.1 million in FY 2019-20, a decline of 55.3 percent from the
fiscal year prior, before rising 84.4 percent again to $210.4 million in FY 2020-21. These figures have been revised
upward from the June forecast, by $12.6 million and $7.8 million respectively, as recent collections have been
higher than expected. Larger ad valorem credits coupled with lower oil prices and production are expected to cause
the decline in severance tax revenue in FY 2019-20, while the FY 2020-21 increase reflects higher production values
and slightly reduced ad valorem credits.
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Marijuana
Tax revenue from the marijuana industry is expected to grow 2.8 percent to $269.6 million in FY 2019-20, and 1.6
percent to $273.9 million in FY 2020-21. The table below shows revenue from special taxes on the legal marijuana
industry authorized by Proposition AA in November 2013, along with revenue from the 2.9 percent state tax on
marijuana sales.

The revenue from the retail marijuana sales tax in Proposition AA goes first to the General Fund before being
transferred to the Marijuana Tax Cash Fund, local governments, and the Public School Fund. The remaining amount
after these transfers stays in the General Fund. Proposition AA also included an excise tax of 15 percent on retail
marijuana sales that is credited to public school cash funds. The distribution of marijuana tax revenue is shown in
the table below.1

1

FY 2018-19 figures are preliminary distributions, while FY 2019-20 through FY 2021-22 are projections. Note that transfers to the Public
School Permanent Fund were ended by HB19-1055 and instead diverted to BEST School Capital Construction. Totals may not sum due to
rounding.
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Federal Mineral Lease
Federal Mineral Lease (FML) revenue is expected to grow 5.6 percent to $120.2 million in FY 2019-20 and 5.2
percent to $126.4 million in FY 2020-21.2 FML revenues grew by 32.1 percent in FY 2018-19 as a result of increased
production and the end of FML “bonus” payment refunds to mineral extraction leaseholders on the Roan Plateau.
While FML revenue is exempt from TABOR, it is included here because a portion of the money is distributed to the
Public School Fund, where it is used for the State’s share of K-12 school finance.

FML royalties are derived from a percentage of the value of resources produced on leased federal lands. FML
activity includes the production of natural gas, crude oil, propane, carbon dioxide, coal, and other mineral
resources. The Bureau of Land Management (BLM) receives “bonus” payments from the auction of leases to extract
mineral resources from federal lands. Producers remit royalties, bonus, and rental payments to the federal
government that are then shared with the state in which production occurs.

Other Cash Funds
Cash fund revenue to the Department of Regulatory Agencies (DORA) is projected to increase 5.5 percent to $82.9
million in FY 2019-20 and 2.1 percent to $84.6 million in FY 2020-21. Revenue from licensing fees and other services
fund many of the Department’s activities.
Insurance-related cash fund revenue is obtained largely from a surcharge on workers’ compensation insurance.
Revenue from this source is estimated to grow 13.4 percent to $25.6 million in FY 2019-20 and decline 3.1 percent
to $24.8 million in FY 2020-21.
The “Other Miscellaneous Cash Funds” category includes revenue from over 300 cash fund programs, which
generally collect revenue from fines, fees, and interest earnings. In FY 2019-20, revenue to these funds is expected
to increase 5.7 percent to $736.5 million, followed by an estimated increase of 4.6 percent to $770.5 million in FY
2020-21.

2

FY 2018-19 figures are preliminary collections, while FY 2019-20 through FY 2021-22 are projections.
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Budget Outlook
TABOR
General Fund

OutlookBudget Outlook

General Fund revenue is projected to grow by 4.1 percent in FY 2019-20 and 4.0 percent in FY 2020-21, after growing by
7.3 percent in FY 2018-19. The General Fund revenue forecast for FY 2019-20 is $44.1 million, or 0.3 percent, less than
estimated in June. The forecast for FY 2020-21 is $109.5 million, or 0.8 percent, lower than the June forecast.

TABOR Outlook

The General Fund reserve was $325.5 million above the required statutory reserve amount of 7.25 percent of
appropriations in FY 2018-19, according to preliminary estimates. Under this forecast, the General Fund reserve is
projected to be $175.1 million above the statutory reserve amount in FY 2019-20. The figure below illustrates the General
Fund revenue, obligations, and reserve balances under current law.
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State Education Fund
In FY 2018-19, the State Education Fund’s year-end balance is projected to have fallen from its FY 2017-18 level of $208.7
million to $176.0 million. This decrease is the result of a higher level of State Education Fund expenditures in FY 201819, which reduced the need for General Fund appropriations for funding K-12 public education. The fund balance is
projected to rise to $210.3 million in FY 2019-20. The budget for FY 2019-20 includes a transfer from the General Fund
to the State Education Fund of $40.3 million, as included in the School Finance Act. The figure below summarizes total
State Education Fund revenue available, total spending, and ending balance levels for FY 2017-18 through FY 2019-20
under current law.
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Forecast Risks
This budget outlook is based on OSPB’s economic analysis and forecast as detailed in Tables 1 and 2 of the Reference
Tables at the end of this document. Changes in economic conditions impact the budget outlook through associated
changes in the use of many state services, such as Medicaid.
Risks to the budget outlook are balanced to the downside. Since State revenues are currently above the voter-approved
revenue cap and are expected to remain so throughout the forecast period, better-than-expected economic conditions
and revenue collections will not benefit the state budget. The state budget remains vulnerable to downside risks,
however, as an economic slowdown or recession could reduce revenue collections and result in less budget capacity.

Supplemental Materials
An overview of General Fund and State Education Fund revenue, expenditures, and end-of-year reserves is provided in
the Reference Tables at the end of this document. A more detailed discussion of the information presented in the
Reference Tables can be found at the Office of State Planning and Budgeting’s website:
www.colorado.gov/governor/economics.
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Under Article X, Section 20 of the State Constitution, the Taxpayer’s Bill of Rights (TABOR), revenue received from certain
sources is subject to an annual limit determined by the prior year’s limit after adjustments for inflation and population
growth. Any TABOR revenue received above the cap is to be refunded to taxpayers in the subsequent fiscal year. Revenue
subject to TABOR exceeded the revenue cap by $428.3 million in FY 2018-19 and is projected to be above the cap by
$348.1 million in FY 2019-20.

TABOR Outlook

Current law specifies three mechanisms by which revenue in excess of the cap is to be refunded to taxpayers: the senior
homestead and disabled veterans property tax exemptions, a temporary income tax rate reduction (from 4.63% to
4.50%), and a sales tax refund. The size of the refund determines which refund mechanisms are used. The figure below
shows the anticipated refund that will be distributed through each statutorily defined refund mechanism under current
law.
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A total of $270.5 million of the $428.3 million refund obligation from FY 2018-19 will be paid out as an income tax rate
Reference
reduction,
while $3.7 million will be distributed as a sales tax refund, and $154.2 million will be refunded via the senior
TablesRefund
homestead
Incurred: and disabled veterans property tax exemption expenditures in FY 2019-20. The combined benefit of the
Refund tax
Paid:rate reduction and the sales tax refund is estimated to average $44 for single returns and $148 for joint
income
returns, though significant variability exists across income levels.
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InReference
FY 2019-20, refunds in excess of the homestead exemption will be refunded via a sales tax refund. The FY 2019-20
Tables
sales
taxRefund
refund is estimated to average $52 per taxpayer in FY 2020-21.
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In FY 2020-21 and FY 2021-22, projected refunds will again exceed homestead exemption refund expenditures by an
amount sufficient to fund the temporary income tax rate reduction. FY 2021-22 tax payments are projected to be
reduced by a total of $71 for taxpayers filing single returns and $211 for taxpayers filing joint returns on average, while
FY 2022-23 tax payments are projected be reduced by a total of $125 for taxpayers filing joint returns and $323 for
taxpayers filing joint returns, on average, though significant variability exists across income levels. The total expected
average refund per taxpayer is shown in the table below according to the fiscal year the refund will be paid.
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Table 1: Colorado Economic Variables – History and Forecast

/A

/B

/C

Personal Income as reported by the federal Bureau of Economic Analysis includes: wage and salary disbursements, supplements to wages and salaries, proprietors' income with inventory and
capital consumption adjustments, rental income of persons with capital consumption adjustments, personal dividend income, personal interest income, and personal current transfer receipts,
less contributions from government social insurance.
Nonresidential Construction Value is reported by Dodge Analytics (McGraw-Hill Construction) and includes new construction, additions, and major remodeling projects predominately at
commercial and manufacturing facilities, educational institutions, and medical and government buildings. Nonresidential does not include non-building projects (such as streets, highways,
bridges and utilities).
In 2018 the geography and data frequency of this series were revised. 2017 and prior years represent Denver-Boulder-Greeley regional prices.
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Table 2: National Economic Variables – History and Forecast

/A U.S. Bureau of Economic Analysis, National Income and Product Accounts. Inflation-adjusted, in 2009 dollars.
/B Personal Income as reported by the U.S. Bureau of Economic Analysis includes: wage and salary disbursements, supplements to wages and salaries, proprietors' income with inventory and capital
consumption adjustments, rental income of persons with capital consumption adjustments, personal dividend income, personal interest income, and personal current transfer receipts, less
contributions from government social insurance.
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Table 3: General Fund Revenue Estimates by Tax Category /A

/A Dollars in millions.
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Table 4: General Fund Overview /A

/A

FY 2020-21 and FY 2021-22 expenditures will be adopted in future budget legislation. Therefore, the expenditures and fund balance projections shown are illustrative only. Dollars in millions.

25

Colorado Outlook – September 2019

Table 5: General Fund and State Education Fund Overview /A

/A
/B
/C

FY 2020-21 and FY 2021-22 expenditures will be adopted in future budget legislation. Therefore, the expenditures and fund balance projections shown are illustrative only. Dollars in millions.
This amount includes transfers to the General Fund.
General Fund expenditures include appropriations subject to the limit of 5.0% of Colorado personal income as well as all spending outside the limit.
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Table 6: Cash Fund Revenue Subject to TABOR
Preliminary
Category

FY 2018-19

September 2019 Estimate by Fiscal Year
FY 2019-20

FY 2020-21

FY 2021-22

Transportation-Related /A
Change
Limited Gaming Fund /B
Change
Capital Construction - Interest
Change
Regulatory Agencies
Change
Insurance-Related
Change
Severance Tax
Change
Other Miscellaneous Cash Funds
Change

$1,275.9
0.0%
$107.0
0.2%
$4.7
1.6%
$78.5
-2.4%
$22.6
26.7%
$255.2
78.4%
$696.6
3.0%

$1,302.2
2.1%
$109.8
2.6%
$4.6
-3.2%
$82.9
5.5%
$25.6
13.4%
$114.1
-55.3%
$736.5
5.7%

$1,336.5
2.6%
$112.3
2.3%
$4.5
-2.2%
$84.6
2.1%
$24.8
-3.1%
$210.4
84.4%
$770.5
4.6%

$1,369.6
2.5%
$114.9
2.2%
$4.3
-3.3%
$86.3
2.1%
$24.8
-0.1%
$201.3
-4.3%
$805.4
4.5%

TOTAL CASH FUND REVENUE
Change

$2,440.6
5.9%

$2,375.6
-2.7%

$2,543.6
7.1%

$2,606.6
2.5%

/A Includes revenue from Senate Bill 09-108 (FASTER) which began in FY 2009-10. Roughly 40% of FASTER-related revenue is directed to State Enterprises. Revenue to State Enterprises is exempt
from TABOR and is thus not included in the figures reflected by this table. Dollars in millions.
/B Excludes tax revenue from extended gaming as allowed by Amendment 50 to the Colorado Constitution as this revenue is exempt from TABOR. The portion of limited gaming revenue that is
exempt is projected based on the formula outlined in House Bill 09-1272.

27

Colorado Outlook – September 2019

Table 7: TABOR and the Referendum C Revenue Limit

/A
/B
/C
/D

Amounts differ from the revenue totals reported in Table 3 and Table 6 due to accounting adjustments, and because some General Fund revenue is exempt from TABOR. Dollars in millions.
The TABOR limit and Referendum C cap are adjusted to account for changes in the enterprise status of various state entities.
Under Referendum C, a "General Fund Exempt Account" is created in the General Fund. The account consists of money collected in excess of the TABOR limit in accordance with Referendum C.
The revenue limit is calculated by applying the "Allowable TABOR Growth Rate" to either "Total TABOR Revenue" or the "Revenue Cap under Ref. C," whichever is smaller. Beginning in FY 201011, the revenue limit is based on the highest revenue total from FY 2005-06 to 2009-10 plus the "Allowable TABOR Growth Rate." FY 2007-08 was the highest revenue year during the
Referendum C timeout period. SB 17-267 reduced the Referendum C cap by $200 million in FY 2017-18. The lower cap then grows by inflation and population growth in subsequent years.
/E These adjustments are the result of: (a) changes that were made to State accounting records for years in which TABOR refunds occurred that resulted in changes in required refunds to taxpayers,
and (b) the refund to taxpayers in previous years was different than the actual amount required. Such adjustments are held by the State until a future year in which a TABOR refund occurs when
they adjust the total refund amount distributed to taxpayers.

28

